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In countries with a long history of entrepreneurship and
market economy, significant research efforts have been
devoted to family business succession. Such studies are
rare in former communist countries, mainly because private
enterprises were outlawed during the socialist economy
era. Considering reports on the importance and complexity
of succession issues, and taking into account the ageing
of owners-managers of family enterprises, it is expected
that an increasing number of family enterprises are going
to face succession problems in transition countries in the
near future. This paper reports on the rebirth of family
enterprises in transition countries, and on results of a survey
among 350 Slovenian Small and Medium-sized Enterprises
(SMEs). Family enterprises are still controlled mainly by the
founding generation with no succession experiences, no role-
-models, and almost no possibility of sharing succession
experiences with others, since the majority of their
colleagues’ owners-managers are the founders (not
successors). Besides raising owners-managers’ awareness,
also providing information on support available for
facilitating business transfers, offering special training
programs on business transfers, including succession topics
in study programs, special counseling on business transfers,
and the creation of a business sellers and buyers
database/market place are urgently needed in transition
economies.
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Many studies in European countries and in the United States,
where entrepreneurship and private ownership have a long
tradition, show that family enterprises are an important fac-
tor of economic development (Westhead and Cowling, 1998;
IFERA, 2003; McCann et al., 2003). They make a notable con-
tribution to wealth creation and job generation (Astrachan
and Shanker, 2003). A common prejudice about family enter-
prises is that they are small and medium-sized ones. How-
ever, a number of prestigious large enterprises occupying
important positions in national and international rankings
are family ones.1 Family businesses with their long-term ori-
entation provide an important element of stability to eco-
nomies and are the source of a wealth of genuine corporate
social responsibility-practice.2
One of the major problems family enterprises face is the
transfer of ownership and management to the next family ge-
neration. According to findings in various national studies,3
approximately one third of businesses within the European
Union need to be transferred to new owners in the next ten
years (ranging from 25% to 40%, depending on the member
state). This corresponds to an average of at least 610,000 SMEs
to be transferred each year. Of this number 300,000 SMEs em-
ploy 2.1 million people (assuming that an SMEwith employees
has seven employees on average), and 310,000 SMEs don’t have
employees. The success of family SMEs, therefore, depends
also on the successful transfer of management and ownership.
Research results confirm that succession in family enter-
prises is typically a problematic issue and often does not work
out (Morris et al., 1997; Dyck et al., 2002; Miller et al., 2003;
Sharma et al., 2003). Several studies estimate that only 30% of
family enterprises survive to the second generation, and that
many enterprises fail soon after the second generation takes
control (Kets de Vries, 1993; Morris et al., 1997; Miller et al.,
2003). Failure in succession represents a serious problem not
only to family enterprises and their employees, but also to the
health of an economy. Therefore, significant research efforts
have been devoted to the topic of succession in countries with
a tradition of entrepreneurship and market economy, and
proposed solutions have been developed toward creating so-
und institutional support (counseling, information centers,
training), and educational support.
Studies of succession problems in family enterprises in
former communist countries are scarce. One of the reasons is
the fact that private enterprises were outlawed during the so-
cialist economy era. Social and economic changes in Eastern
Europe in the 1990s have created an opportunity for the re-
birth of entrepreneurship and family business development.
Industrial policy in transition countries has been focused on752
the development of a dynamic SME sector. Several studies
have found that families provide critical resources and sup-
port to newly emerging enterprises in transition countries
(McKibbin and Pistrui, 1997; Poutziouris et al., 1997; Duh, 2003).
Even though family and owner-managed enterprises were at
the forefront of socioeconomic transition in these countries,
our understanding of the role of family enterprises develop-
ment is scarce. Very little is known about how family enter-
prises in transition countries are coping with the succession
problem. Owners-managers of family enterprises – in most
cases also their founders, have almost no experience in hand-
ling the succession process because of the absence of succes-
sion tradition. Institutional advisory and educational support
is often absent as well.
This paper attempts to make two main contributions.
The first is to provide a clearer insight into some characteris-
tics of small and medium-sized family enterprises in transi-
tion countries and especially in Slovenia, while the second is
to provide a clearer insight into the current state of the suc-
cession process in these businesses. Since studies on family
businesses and succession issues in transition countries are
rare the research results presented in this paper for the case
of Slovenia cannot be compared directly to any other transition
country. But regarding similarities in the development of private
enterprises in these countries, some characteristics of future de-
velopment and problems in family businesses can be estimated.
With the purpose to achieve the main contributions of
the paper, prior research studies are reviewed in the Litera-
ture review chapter – studies referring to family businesses
with emphasis on succession issues in established market
economies are presented briefly, while researches on family
enterprises and succession problems in transition economies
are reviewed. After that the family enterprises succession in
Slovenia is discussed on the basis of the survey of 350 SMEs,
where also some comparisons with prior research studies in
other environments are provided. The paper concludes with
a discussion of policy implications regarding succession prob-
lems in transition countries.
LITERATURE REVIEW
Family businesses and succession issues
in established market economies
There is no doubt that family enterprises make an important
contribution to the national and global economies. In the
United States, family enterprises currently account for 80% of
business organizations, producing over 50% of the gross
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workforce (McCann et al., 2003). In several European coun-
tries, family enterprises represent the majority of all enter-
prises (IFERA, 2003)4: France (more than 60%), Germany
(60%), the Netherlands (74%), Portugal (70%), Belgium (70%),
the United Kingdom (70%), Spain (75%), Sweden (79%), Fin-
land (80%), Greece (80%), Cyprus (80%), and Italy (93%). Fa-
mily enterprises often illustrate advantages over non-family
enterprises such as (Kets de Vries, 1993; Dunn, 1994; Morris et
al., 1997): long-term perspective, strong family commitment
to the business, personal and positive motivating work envi-
ronment, devoted employees. These advantages can foster
positive performance outcomes including lower agency costs
and concern for long-term performance and societal well-be-
ing (Steier and Ward, 2006).
But even though the importance of family enterprises
has been proved by numerous researches, and special sup-
port has been developed to encourage the survival and de-
velopment of family enterprises, we still cannot provide a un-
animous answer to the question: what is a family enterprise?
The reason is the lack of a universal definition of a family en-
terprise, although numerous attempts have been made to
articulate conceptual and operational definitions of a family
enterprise. Various researchers have reviewed existing defin-
itions, made attempts to consolidate thoughts on the subject,
and conceptualized another definition of a family enterprise
(for example:Handler, 1989;Westhead andCowling, 1998; Chua
et al., 1999; Astrachan et al., 2002b; Astrachan and Shanker,
2003). The focus of most of these efforts has been on defining
family enterprises so they can be distinguished from non-fa-
mily enterprises. None of these articulations has yet gained
widespread acceptance.
Reflecting on the well-established fact that a large major-
ity of enterprises in most countries have a significant impact
of "family" in them, researchers question the homogeneity of
these enterprises (Westhead and Cowling, 1998; Sharma, 2004).
Attempts to capture the varying extent and mode of family
involvement in enterprises have been directed in three gen-
eral directions (Sharma, 2004): articulation of multiple opera-
tional definitions of family enterprises (for example: West-
head and Cowling, 1998; Astrachan and Shanker, 2003), deve-
lopment of scales to capture various types of family involve-
ment (for example: Astrachan et al., 2002b) and the develop-
ment of family firm typologies (for example: Sharma, 2002).
One of the most problematic issues in family enterprises
is succession. Along with a business’s creation and growth,
succession is the next crucial phase in the firm’s (family and
non-family ones) life cycle. Many authors (for example: Han-
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sion in management and succession in ownership when ana-
lyzing the succession process, and identifying the factors that
contribute to effective successions. Succession within the fa-
mily is only one among other possibilities, although research-
es suggest that the majority of family enterprise leaders want
to retain family control past their tenure (Donckels and Lam-
brecht, 1999; Bjuggren and Sund, 2001; Astrachan et al., 2002a;
Astrachan et al., 2002b; Astrachan et al., 2003). There are also
other possibilities, such as transfer of ownership of an enter-
prise to another person (sales to non-family management/em-
ployees), sales to outside persons or existing companies, in-
cluding take-overs and mergers. Similarly, succession in ma-
nagement within the family is only one of the options.
In most SMEs (family and non-family ones) the transfer
of ownership (succession in ownership) goes hand-in-hand
with the transfer of the management function (succession in
management), which arouses emotions, especially in family
enterprises (Kets de Vries, 1993; Morris et al., 1997). Signifi-
cant research efforts have been devoted to the topic of suc-
cession in family enterprises in established market economies
(Handler, 1994); it is recognized as an important research stream
in management succession research (Giambatista et al., 2005),
and the interest continues (Lee et al., 2003; Sharma et al., 2003;
Miller et al., 2003). Although this subject occupies approxi-
mately one third of the family business literature, there is no
general theory of succession or succession planning in family
enterprises (Sharma et al., 2003).
Researchers tend to agree that succession is more a pro-
cess than an event of transferring ownership and manage-
ment control to a successor. Succession is a multistage process
that exists over time, beginning before heirs even enter the
business (Handler, 1994). Succession is a process consisting of
many activities stretching over a long period of time. In this
context, succession planning refers to the deliberate and for-
mal process that facilitates the transfer of ownership and ma-
nagement control. There is significant overlap between activ-
ities considered by researchers to be components of the suc-
cession process and those activities considered to be parts of
succession planning. Activities often stated are: selecting and
training successor, developing a vision or strategic plan for
the company after succession, defining the role of the depart-
ing incumbent, developing an estate plan, communicating
the decision to key stakeholders (Sharma et al., 2003). Many
authors (Handler, 1994; Morris et al., 1997; Sharma et al., 2003;
Sonfield and Lussier, 2004) believe succession planning is
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According to the experts, succession is still very often trig-
gered by the owner-manager’s retirement. However, retire-
ment is only one reason for succession. Reasons for earlier
successions are personal decisions (early retirement, change
of profession, interests, or change in the family situation, etc.),
a changing competitive environment (changingmarkets, new
products, new channels of distribution, etc.), or incidents (di-
vorce, illness, death, etc.), which also play an important role.5
Studies also suggest that an increasing number of successions
will take place outside the family to third parties. The reason
is the increasing unwillingness of descendants (sons, daugh-
ters) to take over the family enterprise (Stavrou, 1999). There
are many reasons why descendants do not want to join the
enterprise, one of the most important of which is that they
want to start their own business (Bjuggren and Sund, 2001).
According to the results of the Euro barometer (2003) survey,
65% of Europeans prefer starting a business to taking over an
existing one, despite the obvious advantages of taking over a
business, such as an existing production structure, a customer
network and a good name.6
Even though succession planning is believed to increase
the probability of a successful succession, many studies show
that successions are not planned in due time (Bjuggren and
Sund, 2001; Sharma et al., 2003). Studies within the European
Community show that the majority of owners-managers did
not plan the upcoming succession. This results in failed busi-
ness transfers, which take jobs, assets, and opportunities with
them. The expert group’s study on the transfer of SMEs in the
European Commission identified three kinds of problems
linked to the preparation of business transfers;7 similar cogni-
tions can be found in many other researches on succession
problems in family enterprises.
The first type of problems is psychological and emotion-
al ones. Many owners-managers, who have created and built
up their own businesses over a number of years, are very re-
luctant to let go and to prepare the transfer of their business.
The transfer of know-how and skills takes place very late, if at
all. There are many reasons for such a situation (Lansberg,
1988; Kets de Vries, 1993; Morris et al., 1997; Bjuggren and
Sund, 2001; Sharma et al., 2001; Dycke et al., 2002): for in-
stance, the owner-manager is often too busy running and con-
trolling the enterprise, or he may fear losing a central role in
the family. The owner-manager may also have different excu-
ses for not planning succession, which may be related to feel-
ings of rivalry and jealousy toward potential successors; an
owner-manager also very often associates retirement with his
or her ownmortality. There are many invisible, "soft," or emo-
tional problems that play a major role in successions, espe-
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The second type of problems is related to the complexity
of the succession process and to the fact that the owner-man-
ager has no (or limited) experience or knowledge of handling
this situation, and scarce external support to facilitate the suc-
cession process. The owner-manager very often does not know
who to contact for help, or where to find information (Morris
et al., 1997; Dyck et al., 2002; Malinen, 2004).
The third type of problems stems from national legisla-
tion, in particular company law, taxation and administrative
formalities. Examples of these kinds of problems include high
inheritance and gift taxes, and problems preventing the
change of the legal form of a business when preparations are
being made for transfers (Bjuggren and Sund, 2001).
There is also the fourth set of problems based on an
understanding that entrepreneurship consists of many com-
plex activities in which a lot of tacit knowledge (Polanyi, 1983)
is present that cannot be easily transferred from one genera-
tion to another. There are many deeply ingrained routines
(Nelson and Winter, 1982) and experiential knowledge that
make a company successful, and can be acquired only by lear-
ning through active experience in which younger family mem-
bers work together, with elders applying their experiential
knowledge and skills. Family culture is an important consti-
tuent of tacit knowledge. Research done by Campbell and
Heriot (2002) shows that the probability of keeping a family
business in the hands of the founder’s family is higher in those
families where family culture is inclined towards intergene-
rational altruism.
Attempts have been made to identify the factors that con-
tribute to effective successions and the effectiveness of the
enterprise after the transition. It is generally agreed that the
succession process extends over time and needs to be careful-
ly planned (Morris et al., 1997; Sharma et al., 2001). Sharma,
Chrisman, and Chua's (2003) study of 118 family enterprise
leaders revealed that the presence of a trusted successor, will-
ing to take over the leadership of an enterprise was the spark
that controlled the succession planning process. This suggests
a need to engage the next generation family members in suc-
cession planning, as it is their careers and lives that are in-
volved in this decision. The level of preparedness of the next
generation and its relationship with the senior generation has
a significant influence on the next generation's performance.
A supportive relationship characterized by mutual respect
and open communication enables the smooth transition of
knowledge, social capital, and networks across generations
(Morris et al., 1997; Dycke et al., 2002; Duh, 2003; Sharma et
al., 2003). It has been suggested that the performance of the
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which the knowledge, and social networks, are transferred
across generations (Cabrera-Suárez et al., 2001; Steier, 2001).
Research on effectiveness of knowledge transfer between ge-
nerations has unequivocally revealed the importance of the
absorptive capacity of the next generation and the nature of
the relationship between generations (Sharma, 2004). Dyck
and co-authors (2002) suggested that the effectiveness of ma-
nagement succession depends on sequence (appropriateness
of successors' skills and experiences), timing, technique (de-
tails by which succession will be achieved), and communica-
tion between the predecessor and successor.
The Rebirth of Family Enterprises in Transition Countries
The social and economic changes in former socialist countries
in Eastern Europe ended the era when private enterprises
were outlawed, and created an opportunity for the rebirth of
entrepreneurship and family business development. The
micro– and small-to-medium enterprise sectors have been
recognized in the transition countries as an engine for eco-
nomic recovery by creating jobs and fostering the develop-
ment of an entrepreneurial tradition. Indeed, there has been
a boom in the number of small private enterprises. To sustain
this trend in the growth of the private sector, it was (and still
is) essential to support new SMEs to overcome the array of
internal and external/environmental growth constraints, that
are entrepreneurial, managerial, technological, financial, and
marketisation gaps (Pistrui et al., 1997; Poutziouris et al.,
1997). Several studies find that families provide critical re-
sources and support to newly emerging enterprises in these
countries (McKibbin and Pistrui, 1997; Poutziouris et al., 1997;
Duh, 2003). Family businesses may be even more important
for transition countries regarding some indications, that fam-
ily businesses have clear advantages over non-family busi-
nesses in less developed markets than in markets in their later
phases of the life cycles. According to Pistrui and co-authors
(1997) family enterprises have three distinct advantages with-
in the environment of socioeconomic transition. First, they
have the support of the family network, which represents a
source of critical support services, including sources of fi-
nancing, business connections, personal relationships, and
human resources. Second, family firms are better equipped
for risk-taking which is essential in transitional climates. The
third significant advantage family firms have is their adapta-
bility.
Althoughmuch research has been conducted concerning
entrepreneurship in the transforming economies of Eastern
Europe, little is known about family enterprises and the suc-
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ings from published research reports of family enterprises
and their succession issues in transition countries.
Based on research results Pistrui and co-authors (1997)
argue that in Romania the family unit represents perhaps the
only societal institution that emerged from communism in-
tact and functional. They found the family to be the driving
engine of the transition in Romania. Their research results al-
so indicate that many people started their own business in
the first year it became possible (the establishment of private
small business was authorized in January 1990). But as the
entrepreneurial spirit grew, a second entry mechanism evol-
ved. The purchase of a private enterprise became an option,
and only a very small number became second-generation
entrepreneurs through inheritance. In Romania and Bulgaria,
the majority of enterprises are small and young. Like in Ro-
mania, a strong attachment to the family is an important tra-
ditional Bulgarian value. The majority of family enterprises
are founder-centric (first generation predominates), and char-
acterized by a marriage of ownership and management con-
trol (family-operated/managed). The transition of family-ope-
rated/managed enterprises from generation to generation is a
rare phenomenon in Bulgaria and Romania (Poutziouris et al.,
1997; Zabunov, 2003).
In Hungary the foundation of small businesses was le-
galized in 1982, and by the end of the 1980s changes in the
political climate and broadening opportunities accelerated
the growth of the small business sector (Hirsch and Fülöp,
1997). It is estimated that 70% of all enterprises in Hungary
are family ones. The majority of family enterprises are SMEs
owned by the first generation (Kadocsa, 2003; Kadocsa and
Sütő, 2004). The research of 200 family enterprises in Hunga-
ry showed that the family is an important source of needed
resources (human and financial capital). Despite unfavorable
environmental conditions in the past, family support was
crucial for the successful development of family enterprises.
The majority of owners-managers are aged between 40 and
50; only a small number is in the age group below 30 or above
60 years. Owners-managers want the ownership and man-
agement of the family enterprise to remain in the family; this
is especially true for the generation of owners in the age
group over 60 (Kadocsa and Sütő, 2004).
Also in Poland the majority of private enterprises were
established at the beginning of the 1990s. The majority of en-
terprises are young; enterprises with a longer tradition are
those established after World War II (0.4% of enterprises), and
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The transition to the market economy from the former
socialist economy with social and state ownership in Slovenia
was closely associated with the development of SMEs. The
legal bases for the development of private SMEs were the
Law on Enterprises (1988) and the Law on Craft (1988). The
first law opened opportunities for the development of the
private entrepreneurial sector, and the second law reduced
obstacles for the development of the craft sector, especially li-
mitations on employment in craft enterprises. Since the 1990s
the number of SMEs increased dramatically; in 2002, the share
of SMEs in the structure of all enterprises was 99.7%; 93.4% of
all enterprises were micro enterprises, with up to nine emplo-
yees (Rebernik et al., 2004). It was estimated that between 40
and 50 per cent of all enterprises in Slovenia were family ones
(Duh, 2003; Vadnjal, 2005). Since the owning families were in
the majority of enterprises a young business family (accord-
ing to the classification done by Gersick and co-authors, 1997),
the succession issue was not present yet.
In Croatia, similarly as in Slovenia, the pre-transition e-
conomy was composed of two sectors First, a small private
sector, whose size is limited through various legal restrictions
(e.g. a limit on the number of workers that can be employed),
and second, a large state sector (Milanovic, 1998). Among tran-
sition countries only in Yugoslavia (Slovenia and Croatia were
both the northern republics in Yugoslavia) and Poland the
private sector employed a bit higher share of labor force (Yu-
goslavia 21.1%, Poland 29.6%), while in other transition coun-
tries (Bulgaria, Hungary, Romania) this share was less than
10% (Milanovic, 1998). SMEs sector started to develop rapid-
ly with the possible prospect of establishing private enter-
prises. This happened at the beginning of the 1990s, and since
then the share of small enterprises has increased by 370%,
SMEs in 2003 represent 99.6% of all enterprises, employing
65.7% of all employed persons.9 Many of these small enter-
prises are family ones, even though there are also medium
and large family enterprises (Galeti}, 2002). Based on the re-
search of 30 Croatian family enterprises with more than 20 em-
ployees, Galeti} (2002) found that none of the present owner-
-managers was considering handing over the business to a suc-
cessor in the near future. 35% of owners-managers were
between the age of 41 and 50, and 31% between 51 and 60.
HYPOTHESIS
Based on the literature reviewed, it can be concluded that en-
terprises in Slovenia and other transition economies are rela-
tively young; many can be described as family ones. The ma-
jority are owned by the founding generation and do not face
a succession problem yet, even though some of the cited au-
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Lambrecht (1999) warned that succession would certainly be-
come a hot issue in the future for family businesses in Eastern
Europe. Welsh and co-authors (1995) contended that due to
the initial focus on survival, stability, and growth during the
early stages of enterprise development in transition coun-
tries, family issues – especially concerning succession – would
emerge only at later stages. Even though family enterprises in
transition countries face the challenges of developing both
the family business and the general business system to sus-
tain survival and growth (Poutziouris et al., 1997) this does
not mean that succession does not deserve a great amount of
attention by researchers and policymakers in these countries
today. The fact is that the succession process results from the
biological reality of the human life cycle (Churchill and Hat-
ten, 1997). Owners-managers of family enterprises in transi-
tion countries are ageing, therefore it can be expected that an
increasing number of family enterprises are going to face suc-
cession problems in the near future.
We studied the succession issues within family enterpris-
es in transition countries on the case of Slovenia. The follow-
ing set of hypotheses is formed and tested on the basis of the
survey:
H1: The majority of family businesses in Slovenia are
young, owned by a founder.
H2: The succession process in family businesses in Slo-
venia is not planned in time.
To provide a clearer insight into some characteristics of
succession in family businesses in transition countries and e-
specially in Slovenia, the following set of hypotheses is formed:
H3: Family and non-family businesses in Slovenia signi-
ficantly differ regarding the proportion of firms that decided
to realize the succession in management within the family.
H4: Family and non-family businesses in Slovenia signi-
ficantly differ regarding the proportion of firms that decided
to realize the succession in ownership within the family.
SUCCESSION IN TRANSITION ECONOMIES: THE CASE OF SLOVENIA
Sample and Methodology
The main data source for our study is a telephone survey of
350 SMEs in Slovenia. The survey took place in October 2004.
Since the topic of family business and especially succession
issues is often a very emotionally sensitive one, and may rep-
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ensured by demand, that respondents were owners of enter-
prises they also helped manage. Although the respondents
are anonymous we are aware of the fact that personal inter-
views, instead of using the telephone, could have some ad-
vantages but also some weaknesses (DeLeeuw and van der
Zouwen, 1988).
The vendor supplied sample case weights for all obser-
vations, developed such that the structure of the sample
matched the most recent official data regarding the number
of enterprises in regions in Slovenia, as well as the structure
of enterprises by their principal industry activity and by size
measured by the number of employees.
The definition of a family enterprise, used in the research
on the succession of family enterprises in Slovenia, was based
on criteria and definitions developed by Westhead and Cow-
ling (1998).10 Considering the complexity of family enterpris-
es, we think that the use of only one criterion (perceiving an
enterprise as a family one in definition (1), or more than 50%
of ordinary voting shares owned by members of the largest
single family group related by blood or marriage in definition
(2)) does not reflect the actual characteristics of family enter-
prises. Definition (4), which comprises more criteria, which
are the involvement of a family in the ownership and man-
agement, and perceiving the enterprise as a family one, best
satisfies the recent situation in Slovenia (and also in other
transition countries), and is chosen for defining family enter-
prises in Slovenia. Other definitions, comprising more crite-
ria, are also omitted since these definitions do not satisfy spe-
cial circumstances in transition countries. For example, the
generational criterion (the enterprise is owned by second-ge-
neration or more family members) eliminates enterprises in
the ownership of the first generation of owners (founding
generation) from the group of family enterprises. The share
of first generation family enterprises is very high in transition
countries (proved also by our research), since the entrepre-
neurial tradition in Eastern European transition countries was
broken after World War II, and the possibility of establishing
private enterprises was opened in the early 1990s. The use of
this criterion in the definition could eliminate a very impor-
tant part of family enterprises from the research (Table 1).
Since 12 respondents did not answer all the questions
referring to the criteria defining family business, they were
excluded from the analysis. For the analysis of succession
issues, therefore, definition (4) was used. There were 277 re-
spondents who personally owned more than 50% of a com-










Family Family Enterprises Non-family Enterprises
Enterprise Def. No. Sample Proportion No. Sample Proportion
(1) 176 52.07 162 47.93
(2) 304 89.94 34 10.06
(3) 160 47.34 178 52.66
(4) 157 46.45 181 53.55
(5) 103 30.47 235 69.53
(6) 25 7.40 313 92.60
(7) 13 3.85 325 96.15
Source: Results based on the enterprise survey, conducted by authors.
The Chi-square test and t-test are used to test differences
between family and non-family businesses – the general cri-
terion for rejecting the hypothesis that differences do not
exist is determined by statistical signification at 5% (two-
tailed test).
RESULTS
Using the described definition (4) of a family enterprise it may
be concluded, that approximately 48% of enterprises fulfilled
the criteria for a family enterprise. Others were defined as
non-family enterprises, as presented by Table 1.
Age of a company was measured with the following qu-
estion: "What was the first year the owners received wages,
profits or payments in kind?" Family enterprises in Slovenia
are on average 11.74 years old and are relatively young com-
paring to family enterprises in some other countries. Com-
parison with Germany shows that German family businesses
are older than non-family businesses and older than Slove-
nian ones. Of the businesses that were founded up to 1960
and were still around in 1996-97, more than 70% are still fam-
ily businesses (Klein, 2000). On the other hand, Pistrui and
co-authors (2000) found in comparative study between East
and West German SMEs that the vast majority (79%) of the
East German enterprises surveyed were new start-ups, com-
pared to 38% in the West.
On average almost 85% of the surveyed family business-
es are owned by the first – the founding – generation, less than
15% by second and others by the third generation of a fami-
ly. Regarding these findings, we can conclude, that the major-
ity of family businesses in Slovenia are young, owned by a
founder – hypothesis H1 is confirmed. Comparison with West
Germany and UK, where the tradition of entrepreneurship
and private ownership has been continuing after the Second
World War, show that there are a remarkable number of fam-







(Klein, 2000). When comparing East and West German entre-
preneurs Pistrui and co-authors (2000) found that only 10% of
East German entrepreneurs inherited their business, com-
pared to 40% in West Germany. In comparison with Spain,
where entrepreneurship became normal and desirable in the
early eighties (after the death of General Franco in November
1975, the constitution in 1978, and the membership in the EC
in 1986), 75% of family enterprises are in the founder genera-
tion (Klein, 2000).
Some evidence suggests that the survival of an enter-
prise beyond the first generation increases the probability of
the success of subsequent successions (Bjuggren and Sund,
2001; Stavrou, 1999) – of the less than one-third of family en-
terprises that survive the transition to the second generation,
approximately 50% survive from the second to the third gen-
eration, and more than 70% of these enterprises are passed
on to the fourth generation. The increasing degree of survival
can, among other reasons, be due to the experiences passed
on from earlier successions. These facts also indicate that suc-
cession issues in family businesses in Slovenia could indeed
be very problematic issues in the future. Results of our re-
search that follows confirm this statement even more.
Namely, more than 75% of respondents are not prepar-
ing the transfer of management and/or ownership in the next
five years (Table 2).
Are you preparing the transfer of management and/or ownership in the next five years?
Total Family Enterprises Non-family Enterprises
No. % No. % No. %
Yes, only management. 16 5.8 10 7.5 6 4.2
Yes, only ownership. 6 2.2 5 3.8 1 0.7
Yes, management and ownership. 36 13.0 28 21.1 8 5.5
No. 210 75.8 86 64.6 124 86.1
I don’t know. 9 3.2 4 3.0 5 3.5
Total 277 100.0 133 100.0 144 100.0
Source: Results based on the enterprise survey, conducted by authors.
On the other hand, almost 70% of respondents wish to
maintain the important influence of the family on business –
they answered "yes" to the question, "Will the enterprise re-
main in the ownership and in themanagement of the family in
the next generation?" This result is very similar to results from
Hungary (Kadocsa and Sütő, 2004) and to those from some esta-
blishedmarket economies discussed previously in the text (Donc-
kels and Lambrecht, 1999; Bjuggren and Sund, 2001; Astrachan
et al., 2002a; Astrachan et al., 2002b; Astrachan et al., 2003).
It is concerning, that more than 25% of respondents in












in next five years
period needed for preparation and planning of succession is
five to ten years (if the preparation and planning also in-
cludes the qualification of a potential successor, even longer
periods may be required),12 it is rather surprising that only
less than 60% (on average 57.5%) of respondents who are 51
or older, are actually planning it in the next five years. It
seems that more than one third of family businesses in Slo-
venia will be unprepared to face succession problems in the
next five to ten years (due to the age of the owner-manager),
therefore the hypothesis H2 is confirmed. Even though the
results of the research carried out in established market eco-
nomies shows that first-generation family enterprises did less
succession planning than second and third generation family
enterprises (Sonfield and Lussier, 2004), that does not mean
that the transition countries should go in the same way. The
succession experiences from established market economies
show that succession planning (Handler, 1994; Morris et al.,
1997; Sharma et al., 2003; Sonfield and Lussier, 2004) and ex-
periences passed between generations and owners-managers
importantly influence the effectiveness of the succession pro-
cess. Therefore it is important that owners-managers become
aware of the importance of planning the succession in time.
The results about reasons of not planning the succession
actually show that owners-managers are not aware of the im-
portance of the succession planning for the success of succes-
sion (Figure 1). The majority (51.0%) of those owners-mana-
gers, who have not started planning the succession in owner-
ship and/or in management yet, stated the reason as "not plan-
ning to retire in the next five years," and almost 25% of them
believe "succession planning is not necessary." Since almost
no support or actions are taken to support successions and
succession planning in transition environments, a lot of trans-
fers of family enterprises could fail due to the lack of planning
the transfer of ownership and management.
Other reasons, such as, "there is no successor, therefore
I’m not occupiedwith it," and "children are not interested in the
business" are less frequent.Only one percent of respondents claim
that, "transfer to the next generation has been recently realized"
(Figure 1). A significantly higher proportion of respondents
from non-family enterprises claims that "succession planning
is not necessary" (p < 0.05). In non-family enterprises owner-
-managers also more frequently claim there is no successor,
therefore they are not occupied with succession issues.
Regarding succession in management (Figure 2), the ma-
jority of respondents decided to realize the succession within
the family (63.5%). The PRIMA research (PRIMA, 2002; Birley
and Godfrey, 2000) showed similar results regarding succes-
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Source: Results based on the enterprise survey, conducted by authors.
Source: Results based on the enterprise survey, conducted by authors.
Only a small proportion of owners/managers opted for
"no successor/closure" (1.9%). "The decision has not been made
yet," was answered by 15.4% of respondents. As expected, the
proportion of family enterprises that decided to realize suc-










The situation is rather similar when deciding about the
succession in ownership (Figure 3). Again the majority of re-
spondents decided to realize succession within the family
(71.4%), and less frequently for "transfer to the employees/
management" (2.4%), "transfer to someone else" (9.5%), or for
the option "no successor/closure" (2.4%). "The decision has not
been made yet" was answered by 14.3% of respondents.
Source: Results based on the enterprise survey, conducted by authors.
Although the proportion of respondents in family busi-
nesses that decided to realize succession within the family is
higher than in non-family businesses, the proportions are not
significantly different (p>0.05). It also indicates, that a lot of
owners of firms, that are enlisted among non-family busi-
nesses using the definition described earlier, decided to trans-
fer their ownership within the family, while the management
functions will be transferred to other successors. Hypothesis
H3 is confirmed, while H4 is not. Comparison with German-
-speaking countries (we do not dispose with comparable stu-
dies in transition countries) shows that also in these countries
the majority of businesses are passed on to family members
(43%), 13% is passed to employees and 16% to third parties;
in the case of 27% of companies none of the previous listed
transfer of ownership is possible and these enterprises have
to be closed down (Neubauer, 2003). The International Bu-




medium sized companies in 24 countries, reveals that just o-
ver a quarter of businesses expect a change of ownership in
the next ten years. Trade sale (sale of shares to another com-
pany) is the most likely type of change (24% of companies
expecting a change), but the possibility of passing to the mem-
bers of the family is not far behind (20% of companies expect-
ing a change). The research also reveals that just over a half of
businesses who anticipate a change in ownership have made
preparations for this change.
On the contrary, research results from EUMember States
show that fewer and fewer transfers are family succession.13
As already mentioned previously in the text, this trend indi-
cates a decreasing willingness of descendants to take over the
family enterprise. Due to the wider accessibility of education,
today’s young generation has broader options than that of
continuing a family enterprise. Moreover, Keese (2002) calls
attention to the fact that parents have fewer children and
therefore owners-managers have a lower chance of finding a
successor within the family, especially because the increased
competitive environment requires higher managerial and en-
trepreneurial skills. Our research gives only insights in own-
ers-managers' intentions regarding succession, therefore more
research should be done regarding willingness of potential
successors from the family in transition countries.
CONCLUSIONS AND POLICY IMPLICATIONS
The future of family enterprises will, among other things,
depend on how successfully these enterprises are going to
cope with succession issues. According to findings in differ-
ent studies presented in this paper, succession is not a prob-
lematic issue only in family SMEs but also in non-family ones.
Considering reports on the importance and complexity of
succession issues in established market economies, and the
fact that owners-managers of SMEs in transition countries are
also ageing, it can be expected that an increasing number of
family and also non-family SMEs are going to face succession
problems in transition countries in the near future. Even
though encouraging start-ups is a very important part of pro-
moting entrepreneurship and creating more employment in
transition countries, we should not forget that the continuity
of existing companies is also an important part of encourag-
ing entrepreneurship, growth, and development. Evidence
from EU countries indicates that existing companies conserve
on average five jobs, whereas a start-up generates on average
only two jobs.14 An important cognition from established
market economies is that transfers of businesses foster the en-
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trepreneurial spirit inside the society and provide a natural
incubator for young entrepreneurs.15
Considering succession in SMEs, and especially in fami-
ly SMEs in Slovenia, conclusions of the research are:
– Themajority of family businesses in Slovenia are young,
owned by a founder.
– Only one fifth of responding owners-managers are plan-
ning the transfer of management and/or ownership in the next
five years.
– Regarding succession in management, the majority of
responding owners-managers decided to transfer the mana-
gement functions to family member(s); that is especially true
for family enterprises.
– Regarding succession in ownership, the research re-
sults indicate that the majority of responding owners-ma-
nagers decided to transfer the ownership to the family mem-
ber(s); the research results show no statistically significant dif-
ferences between family and non-family enterprises.
– "Not planning to retire in the next five years," and "suc-
cession planning is not necessary" are two of the most often
stated reasons for not preparing the transfer of management
and/or ownership in the next five years. Owners-managers of
non-family enterprises frequently, in a statistically significant
higher share, stated the reason as, "succession planning is not
necessary."
Comparison of our research results with other research
studies, mostly from established market economies since the
number of researches from transition countries is rather lim-
ited, shows that regarding the age and the family generation
in charge, Slovenia is a typical transition country. Other re-
sults (a strong wish to maintain the important influence of
the family on business; low level of importance attached to
the succession planning by owners-managers; family mem-
bers as potential successor) show a great deal of similarities
between Slovenia and established market economies. Even
though more research on succession in transition countries
should be done in order to make more precise conclusions. In
the continuation some proposals are made based on our
research results.
Regarding the last finding of our research, we refer to the
recommendations of the expert group on the transfer of SMEs
set up by the European Commission. This expert group poin-
ted out the importance of raising the owners-managers’ awa-
reness of the need to prepare the transfer of management and
ownership in time. This is the starting point for a successful
transfer.16 Experiences from the Netherlands and Austria show
that measures for raising awareness are particularly success-
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countries chambers of commerce sent letters emphasizing the
need of a timely transfer preparation to business owners over
a certain age.17 We believe that raising awareness of the need
to prepare the transfer of management and ownership in
time is needed not only in family enterprises, which are bet-
ter prepared according to research results on succession in Slo-
venia, but in all SMEs in Slovenia and other transition countries.
Regarding our findings on strong desire of the surveyed
owner-managers to keep the business in the family, more re-
search attention in Slovenia, and we believe that also in other
transition countries, should be devoted to the offspring’s
intentions to take over the family enterprise, as well as factors
which have an impact on these intentions (for example: de-
mographic factors, which in established market economies
have an impact on offspring’s intention, as studied by Sta-
vrou, 1999). That is especially important since already men-
tioned studies in established market economies suggest that
family businesses are in general facing an increasing unwill-
ingness of descendants (sons, daughters) to take over the fa-
mily enterprise (Stavrou, 1999), since they want to start their
own business (Bjuggren and Sund, 2001). In such a case, the
policy measures supporting succession within a family are
not very likely to be successful. From this point of view the
policy measures that would support start-ups and create an
entrepreneurial climate to stimulate new business are need-
ed. Some research results for Croatia (Singer et al., 2006) as
well as for Slovenia (Rebernik et al., 2006) point out that pol-
icy measures should be focused on efficient creation of a stim-
ulating entrepreneurial environment for start-ups as well as
for the growth of businesses.
Besides raising awareness, the right regulatory frame-
work and support structures and services to facilitate busi-
ness transfers are also needed. The already mentioned expert
group found that a lot of support was available for business
transfers from numerous institutions but seldom in a struc-
tured manner, and therefore was not necessarily reaching the
target audience.18 This group put forward a few proposals:
the creation of a "European Business Transfer Centre," a vir-
tual European platform for co-ordinating the gathering of in-
formation and exchange of experiences and best practices on
the situation in theMember States; the creation of a European
business sellers’ and buyers’ database/market place; the orga-
nization of regular European seminars and meetings; the
development of alternative or additional tailor-made training
and management tools for both the existing and future small
and medium-sized family enterprises; and the stimulation of
support programs and researches on business transfers. It was
pointed out that business transfers should be given the same
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ropean Commission’s key actions19 for the future is to facili-
tate business transfers, especially in family enterprises.
Even though our research only partially highlights the
succession situation in small and medium-sized family enter-
prises in Slovenia – the legal, tax, and financial aspects of suc-
cession were not studied – we draw attention to above-men-
tioned proposals and recommendations developed by the
European Commission and for which the researches within
the EU countries appear to be an important framework in
facilitating the succession process. That is especially impor-
tant for transitional post-communist economies which are
dominated by family enterprises controlled by the founding
generation (generational family enterprises are scarce).
Owners-managers (founders in the majority of cases) are get-
ting older and have almost no previous succession experien-
ces. They have almost no possibility of sharing the succession
experience with others, since the majority of their colleagues’
owners-managers are the founders (not successors). We be-
lieve that in Slovenia and in other transition countries besides
raising owners-managers’ awareness of the need to prepare
the transfer of management and ownership in time, it is also
important to offer special training programs and special coun-
seling on business transfers, including succession topics in
study programs, to create a business sellers’ and buyers’ data-
base/market place, to start collecting best practices and to pro-
vide information on support available for facilitating business
transfers. In this paper presented cognitions on the factors
that contribute to effective successions and the effectiveness
of the enterprise after the transition are of great importance
in creating such support. Since these cognitions are based on
researches carried out in established market economies, addi-
tional researches should be conducted focusing on testing
whether or not these cognitions are useful in specific condi-
tions and situations of transition economies.
Therefore, it should be useful to continue with the re-
search and to start collecting data on succession on a regular
basis. The previously mentioned expert group suggested in-
dicators for monitoring business transfers at European level,20
which would provide a basis for the evaluation of transfer
processes, and the design for appropriate policies. Also in
transition countries the following indicators should be made
available on an annual basis: age structure of family and non-
-family SME owners by size class of enterprise, number of bu-
siness transfers by size class, number of start-ups and number
of closures, age of the enterprise at transfer, type of transfer
(family, employees, …), form of transfer (inheritance, gift,
sale, merger, etc.), reasons for transfer (retirement, accident,
other reasons), and period of ownership. Some indicators can-
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fore, be generated less frequently, for instance every five
years. Such indicators include: the number of owners plan-
ning business transfers in the next five or ten years; the num-
ber of owners over 50 years old who are not planning busi-
ness transfers in the next five or ten years; the number of jobs
affected by planned transfers; the average time when owners
started planning the transfer; successful and failed transfers,
and reasons for failed transfers.
NOTES
1 For example Morck and Yeung (2003) report that the Wallenberg
family controls 43% of the Swedish economy, and firms controlled
by the Noboa family provide an income for about three million of
Ecuador's 11 million people.
2 Communication from the Commission to the Council, the Euro-
pean Parliament, the European Economic and Social Committee and
the Commitee of Regions – Implementing the Lisbon Community
Programme for Growth and Jobs: Transfer of Businesses – Continuity
through a new beginning (14/03/2006), p. 3.
3 Final report of the expert group on the transfer of SMEs, European
Commission, May 2002, p. 7, 10-11. Estimation was made for the EU-
-19, without new countries joining the EU in 2004.
4 "International Family Enterprise Research Academy" (acronym:
IFERA) is a not-for-profit organization fostering family business re-
search based in Barcelona, Spain.
5 Final report of the expert group on the transfer of SMEs, European
Commission, May 2002, p. 10, 40; Bjuggren in Sund, 2001, p. 13, and
their cited references.
6 Transfer of businesses – continuity through a new beginning. Final report
of the MAP 2002 project. August 2003, p. 5.
7 Final report of the expert group on the transfer of SMEs, European
Commission, May 2002, p. 11-13, 21.
8 The search for published researches (articles) on succession (suc-
cession planning) in family enterprises in transition (post-commu-
nist) countries between 1995 and today in ABI INFORM GLOBAL,
ECONLIT, SCIENCE DIRECT and WEB OF SCIENCE was unsuc-
cessful (no articles were found). An attempt to create knowledge on
family enterprises in these countries was a special issue of the Family
Business Review (1997, vol. 10, no. 3) and also the international con-
ference MER 2002 entitled "EU-Integration und die Entwicklungs-
besonderheiten der Familienunternehmen", which took place in
Slovenia. The papers presented at the conference were published in
the MER Journal for Management and Development (2002, vol. 4, no. 1;
2002, vol. 4, no. 2; 2003, vol. 5, no. 1; 2003, vol. 5, no. 2).
9 Source: http://www.vlada.hr/zakoni/mei/cro/pog16.pdf
10 Definitions used: Def. (1): The enterprise is perceived by the top
manager (entrepreneur, owner-manager) to be a family enterprise.
Def. (2): More than 50% of ordinary voting shares are owned by
members of the largest single family group related by blood or mar-
riage. Def. (3): Def. (1) AND def. (2). Def. (4): Def. (3) AND one or
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group that owns the enterprise. Def. (5): Def. (3) AND 51% or more
of the management team is drawn from the largest family group that
owns the enterprise. Def. (6): Def. (4) AND the enterprise is owned
by second-generation or more family members. Def. (7): Def. (5) AND
the enterprise is owned by second-generation ormore familymembers.
11 The respondent who is "qualified" to answer questions on succes-
sion is the owner-manager who personally owns more than 50% of
an enterprise since he/she has a decisive role in the succession
process. Also the fact that in most SMEs the transfer of ownership
goes hand-in-hand with the transfer of the management functions
was taken into account.
12 Final report of the expert group on the transfer of SMEs, European
Commission, May 2002, p. 21.
13 Final report of the expert group on the transfer of SMEs, European
Commission, May 2002, p. 40.
14 Final report of the expert group on the transfer of SMEs, European
Commission, May 2002, p. 27.
15 Communication from the Commission to the Council, the Eu-
ropean Parliament, the European Economic and Social Committee
and the Committee of the Regions – Implementing the Lisbon Com-
munity Programme for Growth and Jobs: Transfer of Businesses – Con-
tinuity through a new beginning (14/3/2006), p. 3.
16 Final report of the expert group on the transfer of SMEs, European
Commission, May 2002, p. 21.
17 Communication from the Commission to the Council, the Eu-
ropean Parliament, the European Economic and Social Committee
and the Committee of the Regions – Implementing the Lisbon Com-
munity Programme for Growth and Jobs: Transfer of Businesses –
Continuity through a new beginning (14/3/2006), p. 6.
18 Final report of the expert group on the transfer of SMEs, European
Commission, May 2002, pp. 21. Study was made for the EU-19, with-
out new countries joining the EU in 2004.
19 Communication from the Commission to the Council, the Eu-
ropean Parliament, the European Economic and Social Committee
and the Committee of the Regions – Implementing the Lisbon Com-
munity Programme for Growth and Jobs: Transfer of Businesses – Con-
tinuity through a new beginning (14/3/2006).
20 Final report of the expert group on the transfer of SMEs, European Com-
mission, May 2002, p. 13.
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Pitanja sukcesije unutar obiteljskih
poduze}a u tranzicijskim privredama
Mojca DUH, Polona TOMINC, Miroslav REBERNIK
Fakultet ekonomije i poduzetni{tva, Maribor
U zemljama s dugom povije{}u poduzetni{tva i tr`i{ne
ekonomije zamjetni istra`iva~ki napori posve}eni su sukcesiji
u obiteljskim poduze}ima. Takve su studije rijetke u biv{im
komunisti~kim zemljama uglavnom stoga {to su privatna
poduze}a bila izvan zakona u razdoblju socijalisti~ke
privrede. Razmatraju}i izvje{taje o va`nosti i slo`enosti
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-menad`era obiteljskih poduze}a, o~ekuje se da }e se u
tranzicijskim zemljama sve ve}i broj obiteljskih poduze}a u
bliskoj budu}nosti suo~iti s problemom sukcesije. Ovaj
~lanak izvje{tava o ponovnom stvaranju obiteljskih poduze}a
u tranzicijskim zemljama i o rezultatima istra`ivanja me|u
350 malih i srednjih slovenskih poduze}a (SME). Obiteljskim
poduze}ima uglavnom jo{ upravljaju generacije osniva~a
koje nemaju iskustava sukcesije, jasnih uzora u tome, kao ni
gotovo nikakve mogu}nosti dijeljenja iskustava o sukcesiji s
drugima, jer ve}inu njihovih kolega vlasnika-menad`era
tako|er čine osniva~i (a ne sljednici). Osim razvijanja svijesti
vlasnika-menad`era i pru`anja informacija o raspolo`ivoj
podr{ci koja mo`e olak{ati poslovne transfere, u tranzicijskim
privredama prijeko je potrebno ponuditi posebne programe
usavr{avanja u poslovnim transferima, uklju~uju}i sukcesijske
teme u studijskim programima, posebne savjetodavne usluge
o poslovnim transferima i stvaranje baze podataka/tr`i{ta
poslovnih ponu|a~a i kupaca.
Klju~ne rije~i: sukcesija, obiteljska poduze}a, tranzicijska privreda
Die Frage der Sukzession in
Familienbetrieben in Transitionsländern
Mojca DUH, Polona TOMINC, Miroslav REBERNIK
Fakultät für Wirtschaftswissenschaften und Unternehmertum, Maribor
In Ländern, in denen Unternehmertum und Marktwirtschaft
auf eine lange Geschichte zurückblicken, widmet sich die
Forschung in beträchtlichem Umfang der Frage der
Sukzession in Familienbetrieben. In ex-kommunistischen
Staaten sind solche Untersuchungen vor allem deshalb
selten, weil sich in der sozialistischen Planwirtschaft private
Betriebe außerhalb des Gesetzes befanden. In Anlehnung an
Berichte über die Bedeutung und Komplexität der
Sukzessionsfrage sowie im Hinblick auf das zunehmende
Alter der Eigentümer und Manager von Familienbetrieben
wird erwartet, dass in absehbarer Zeit eine immer größere
Zahl von Familienbetrieben in den Transitionsländern mit
dem Problem der Sukzession konfrontiert sein wird. Der
vorliegende Artikel berichtet über die Wiederaufnahme von
familieneigenen Betriebsgründungen in den
Transitionsländern sowie über die Ergebnisse einer
Untersuchung, die in 350 slowenischen Klein- und
Mittelbetrieben durchgeführt wurde. Im Großen und Ganzen
steht den Familienbetrieben immer noch die Generation
ihrer Gründer voran, die keinerlei Erfahrung mit der
Sukzession haben noch aber klare Vorstellungen davon,
ebensowenig die Möglichkeit zum diesbezüglichen
Erfahrungsaustausch mit anderen, da ja die Mehrzahl ihrer
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den Betrieb von jemandem übernommen haben). Die
Transitionsländer müssen sich darum bemühen, auf der Seite
der in Betriebseigentümer das Bewusstsein von Managern
heranzubilden und ihnen Unterstützung beim
Unternehmenstransfer anzubieten. Des Weiteren müssen
Sonderprogramme angeboten werden, um Unternehmer
über Betriebsübernahmen zu informieren, für entsprechende
Schulungsprogramme und Ratgeberdienstleistungen zu
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